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RATE DESIGN

What is rate design? Rate design is simply deciding how to price your product. Pricing for
electricity for regulated, public utilities in Texas is based on apportioning the costs based on an
economic analysis among the different types of customers such as residential, industrial and
commercial. Once the economic analysis1 calculates the costs to serve residential customers, a
rate specialist designs a rate, a price tc charge residential customers. Rate design has several
chjectives: to be equitable and fair, to be easily understood by the consumer, to recover the
costs to serve residential customers, to be based on costs?, to send a pricing signal about future
costs, to encourage conservation, energy renewal, and carbon reduction, and tc have essential
electric service affordable. Some of the objectives are competing making the final decision one
based on public policy considerations.

Is AE proposing new residential rate designs? Yes, AE is proposing a substantial change in
COA’s current residential rate design. There is a steep price increase for essential electric
services, and the addition of open ended pricing components® whose purposé is to focus in on
one small part of electric operations without determining whether AE is making more than
encugh money overall to fund its electric operations. AE is proposing this new rate design
arguing energy efficiency measures have made revanue unstable based on the current rate
design; AE further argues that its proposad rate design is mirroring the unbundled retail electric
market where the production, transmission, and selling of electricity is separated into separate

entities. Lastly, AE argues that the proposed rate design recegnizes the fixed cost nature of
electric operations.

Hasn't energy efficiency created a need to change AE’s rate design for its residential
customers? Not at this time. First, AE argues that energy efficiency has made AE’s revenues
less stable. This argument is a non sequitur. The fact that AE has not had a rate case in sixtean
years negates this argument. AE’s operating revenues are cyclical in nature, much like farming
and retail. Utility operating revenues have never been assumed to have a year to year and
season to season consistency with little variance. In general, utility rates are set to ensure
sufficient revenues over the course of several years, and not just one. The rates set in 1554
have allowed AE to have revenues sufficient enough to make a $500 million dollar capital
investment funded entirely with cash. In addition, AE is anticipating a huge increase in

! An economic anaiysis that is performed is not an analysis that provides scientific certainty. It depends upcn many
assumptions that have for each assumption used, appaosing or alternative assumptions basad on economic and
pubiic policy considerations, For ratemaking purposes this economic analysis is called a “cost of service study.”

? The “costs” to serve residential customers vary widely depending upon the economic analysis performed.

WUsually the range is a plus or minus 10 to 15 per ¢ent.

* AE is recommending a power cost adjustment factor, a regulatory charge and a community benefit charge.
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residential electricity usage brought on by the advent of electric cars in response to green
environment initiatives. So any concern about insignificant residential sales caused by energy
efficiency efforts will be more than offset by this increased usage. There may be some
renewable energy programs such as solar power that should be considered on separate rate
schedules. This is because of the potential for a dynamic shift in electric usage caused by the
emergence of a new type of energy user. AE and other utilities have historically designed rates
for such unique usage situations. Examples are interruptible rates for industrial customers, all-
electric rates for residential customers, electric water heater rates for residential customers,
and stand by rates for industrial customers. In this cost of service study AE is propasing special
discount rates for electric cars®. Creating a separate rate for electric cars as well as rates for
direct generation, electric customers are better rate design solutions than AE's current
residential rate proposal.

Second, AE argues that a new rate design is needed to address the unbundling nature of
the retail electric industry. AE's argument does not mirror the reality of the marketplace. Yes,
the transmission and distribution utilities have been, under the guise of unbundling, see§<ing
approval to drastically increase their customer charges. The Public Utility Commission of Texas,
the state agency that regulates utilities in Texas, has soundly rejected these attempts. The
retail electric providers (REP), the resellers of retail electricity to residential and commercial
customers in the deregulated Texas retail electric market, in ;gen'era! maintain a flat rate pricing.
This means, the REPs aren’t even charging a customer charge.” Attached to this comment are
sample REP pricings as well as a summary of transmission and distribution utility prices
provided by AE's rate consultant and a tariff sheet for a fully integrated private, investor-cwned
public utility in Texas.

Third, AE argues that certain costs are fixed and shouldn’t be recovered using variable
pricing. This argument is a reworking of an old cost of service method called the minimum
customer distribution system that has been recently and is being currently rejected by the
Public Uti[it\} Commission. The Public Utility Commission has rejected the argument that these
cests vary by customer. Yet, AE's proposed rate design implicitly contains this assumption. AE

‘recognizes that the distribution system costs were caused by the usage characteristics of the
various customer classes.® Even though AE allocates distribution costs between the customer

* We have concerns about the leve! of discount given the huge savings electric cars would have in relation to gas
consumption costs.

3 Many times, the REPs charge a “minimum bill” if usage for the month deesn’t reach a certain level, This
minimum bill generally acts as a customer charge.

® see White Paper No. 3, p. 35, “Distributions systems are designed and built en the demand of the areas they
serve. .. .For instance, a service transformer must be built te serve the highest peak of the individual customer or
customers it serves.” Demand means how mugh energy a utility has to provide at a certain time(s) of the
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classes based on usage, AE simply fails in its proposed rate design to bring this type of cost
allocation analysis down into the residential customer class. Instead it designs the rates based
on number of customers and ups the residential fixed customers charges {made up on two
components—customer charge and wire charge} from $6.00 to $33.00. If AE did bring its cost
of allocation analysis down to the residential customer class level, AE would design rates based
on usage, not number of customers. Unlike the proposed residential rates, the rates AE
currently charges its residential customers are based on usage.

What is a customer charge? Historically and currently COA and cther Texas utilities have used
customer charges in their pricing structures to recover the variable cost of serving an additional
residential customer. The type of costs fypically recovered in a customer charge are billing and
collecting, meter reading, meters, and service drops to the resident’s home. These costs are
incurred because of an additional residential customer is added as an AE utility customer. AE s
proposing to add additional costs that don’t vary with the addition of one customer. For
instance, electric poles, transformers, and distribution lines are not increased when a renter
calls AE to start electric service or if a garage apartment is added to an electric customer’s lot.
These costs are already there and do not increase because a new customer has entered the
system.

What is a2 wires charge? A wires charge is an attampt in the electric industry to change how the
distribution system is priced out. The wires charge represents a per customer unit charge for
the utility’s distribution system While AE relies upon usage to allocate this cost among the
customer classes, it prices this cost to residential customers on a per capita basis assuming each
residential customer’s usage characteristic is identical to every other residential customer. This
is not the case. In the past utilities have readily acknowledged that some part of the
distribution system costs has been incurred because of the usage characteristics of the
custemers. Seo, with that acknowledgement, utilities had created a fictional “minimum
distribution system” carving a certain amount of costs out of the distribution system costs that
supposedly had a direct cost relationship to the number of customers on the system. The
remainder of the distribution system costs was allocated on usage.*The Texas Public Utility
Commission, the state agency that oversees electric utilities in Texas, has soundly rejected
attempts in recent years to allecate any of the distribution system costs—including any fictional
“minimum distribution system” based on the number of customers. AE is propesing to design
its rates to recover distribution costs assuming that usage characteristics within the residential
class are irrelevant. This is contrary to recent PUC regulatory action. Itis also contrary to cost
responsibility underlying the reasons utilities incurred these costs.

operating year. For instance, the term “highest peak” in the quote above means when the residential class is using
the most electricity over a single time period. Electric demand is measured in megawatts of electricity used.
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What is an energy charge? An energy charge is a confusing term. Some utilities have and may
still use this term for recovering their fuel costs, Other utilities use this term to recover their
operational expenses on a cents-per kilowatt hour basis for residential customers. Another
name for this charge is base rates. This charge is reflecting cost responsibility based on usage;
that is, the utility recovers costs from this energy charge based on how much you use.

Why should we price on usage? Pricing on usage is a fair and equitable way to distribute the
costs of serving residential customers. Historically and currently, usage characteristics have
been used to allocate the fixed costs of the utility. In this case, the AE consultant has locked at
three different ways to allocate production fixed costs among the various customer classes, and
each methodoclogy is based on usage characteristics of the various customer classes.
Transmission costs are allocated among the customer classes based on usage. Usage
characteristics reveal the underlying cost responsibility for building the utility system—both as
to its size and to the type and numbers of production plants, transformers and other parts of
the utility system. Basically, pricing on usage is based on the doctrine that one should pay in
relation to the use one makes of the system, implicitly recognizing that usage, not number of
customers, has caused costs to be incurred and why certain amounts of costs are shifted to the
residential customer class for recovery under a cost of service analysis.

AE is proposing a radical change based on a misconception of the utility system. AE's capital
investments, once made, are fixed costs. But those costs were created in response to AE's best
guess of how much electricity would need to be provided to its customers. Pricing a fixed cost
based on the number of customers disconnects a utility from why it built the plant system —to
meet its various customers assumed usage But this is what AE’s consultant is doing in creating
a "wires charge”. The consultant’s argument could be expanded to power plants, but even the
consultant acknowledges that cost responsibility should be recovered in usage charges and not
fixed charges.

Why should we keep the current residential rate design? With the addition of two new
residential rate designs for electric cars and for self-generation residential customers, the
current rate design should be retained. The current residential rate design promotes
conservation, is easy to understand, provides a reduced rate for essential household usage, and
reflects the usage cost characteristics within the residential customer class which, when
aggregated at a customer class level, are used to assign utility costs to the residential customer
class. In short, the current rate design meets the chjectives for rate design set out above.

What is a surcharge? A surchargeis an additional charge that reflects costs that change often.
A classic surcharge is a fuel factor that is utilized to track the costs of the utility’s fuel purchases
which rise and fall often within a year. AE is proposing to increase not only the number of
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surcharges it imposes on residential customers, but to increase the type of costs to be
recovered in the current ocnes.

Does AE need surcharges? No, AE doesn’t even need a fuel surcharge. AE does not provide the
additional regulatory scrutiny that goes with surcharges. Surcharges are considered tempaorary
rates subject to true-up. AE has not held any reconciliation proceedings to determine whether
the surcharge brought in more revenue than estimated or less, or whether the expenses
incurred related to the surcharge were reascnable and necessary. Instead, AE has treated
surcharges as rates that are changed going forward without any scrutiny over past expenses. If
surcharges continue to be a part of AE's residential rates, then reconciliation proceedings
should occur.
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Pubiic Involvement Committee Meeting #4

Based ou these results, the total fixed costs to sarva g residential customer ars $37.80

oot month during the summer seasen. and $31,61 during winter, which is the sum of
gencrailon, transmission and distribution demand-related costs, and customer-related
costs. In rate design these costs can be recovered through various charges on the bills
which will be discussed later in this document. These unit costs are determined by the
cost ol service analysis. This illustrates the actual cost to serve residential customers
by cost catzgory and the appropriate cost recovery mechanism (i.e. monthly charge,
demand rate in kW, or energy rate in kWh) assuming thers ars no limitations in billing
those charges or other policy considerations that may lead a utility to differ from tha
methed. For example, the production and transmission demand-related unit costs in
Tablz 1 are represented in $kW, a demand rate. However, utilities often face
limizations with charging residential customers a demand rate because certain
metering technologies and billing systems must be implemented.  For this reason.
these costs arz often recoverad in an enerzy rate.

Later in this paper, AE’s fixed costs are broken out into chargas for customer-related
costs and distribution costs oaly which represent a total of about $33 a month per
residential customer. It is important to understand that any propesed incraases in fixed
monthly chargas represent an adjustment in the residential rate structurs in order to
fully recover fixed costs through a fixed cost recovery mechanism rather than a
variable cost recovery mechanism. Fixed costs not currently being recovered through
a monthly chargs are being recovered in AE's base energy rate. [f these costs ars not
fully recovered in a fixed monthly charge they must be recoverad in the base energy
rate. Therefors, any incrzase in fixed monthly charges is offset by an appropriate
reduction in the amount recovered in the enegy rate.

Rate design also considers the strategic objectives and ratemaking principles of the
utility which may create some acceptable deviations from cest of service. For
example, AE places a strong emphasis on encouraging energy consarvation (AE Rate
Design Principle §) as well as providing a discount to low-income customers {AE Rate
Design Principle 7). Adjustments made during rate design will detarmine how close
to actual cost of service customers pay for electric service.

Using the cost of service study results, a cost of service curve, or cost curve, can be
constructed that reflects the cost of serving individual customers within sach customer
class depending on their level of monthly electricity usage. A cost curve for the
Residential customer class is shown in Figure 3. The grav bars represent the bill
frequency results for residential customers previously included in White Paper #2B —
Austin Energy Customer Classes. These rasults show the number of bills over the
course of Fiscal Year 2009 for various ranges of monthly electricity usags reprasentad
on the x-axis. 250 kWh blocks (i.2. 1-250 kWh) ar2 represented in Figurz 3 through
2,000 kWh at which point the blocks increase to 500 kWh blocks (Le. 2,001 - 2,300
kWh) until the category of ali bills greater than 4,000 kWh. The r2d cost curve shows
the ali-in unbundled cost curve for customers depending on the level of electricity
usage. Results are shown as cost per kWh of monthly electricity consumed.

March 0. 201
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Electricity Facts Label (EFL)
TXU Energy Retail Company LLC
TXU Energy Texas Choice 24™
Service Area - Oncor Electric Delivery
January 26, 2011

Electricity
Price

Average Monthly Use 500 kWh 100G kWh 2000 kWh
Averaae FPrice per kWh 12.2¢ 11.4¢ 10.9¢

Your average price per kKWh for electric service will depend on your usage and the following pricing
components:

Per Month
Base Charge: $5.95

Oncor Advanced Meter Charge™: $2.19

Energy Charge: Month(s) kWh Usage Per kWh
All Morths All KWh 10.56370¢

This is a fixed rate product.

Average prices per KWh listed above do not include facility relocation fees ordered by a municipality
or other charges that agply only in a part of a Transmission and Distribution Utllity (TDU) service
area. For information about these charges, including a list of those municipalities for which facility
relocation fees may apply, please go to www.txu.com/municipalfees or call 1-800-242-3113.

“This is a Public Utility Commission-approved advanced meter system surcharge that is passed
through from Oncor Electric Delivery, vour local TDU,

Other Key
Terms and
Questions

Receive a 3% cash back loyalty reward in the form of a pre-paid cash card based on your eligible
usage on this plan. Please visit www.txu.comiplans for additicnal details.

Each month you will also be hilled all taxas, including sales tax, and reimbursement for the state
miscellaneous gross receipts tax as applicable,

See Terms of Service Agreement for a full fisting of fees, deposit policy, and cther terms.

Disclesure
Chart

Type of Product Fixad Rate

Coniract Term 24 Months

Do | have a termination fee or any fees Yes Early Cancellation Fee: $200.00
associated with terminating service?

Can mg price change during the coniract | Yes

period
If my price can change, how will it change, | TXU Energy believes thai customers should be fully
and by how much? informed about their price. Your price wiil not change

during the term of this plan except in the limited
sircumstance of changes made to reflect actual
chaﬂ%es in TDU charges; changes to the Electric
Reliability Council of Texas or ‘Igexas Regional Entity
] administrative fees charged to loads; or changes
- resulting from federal, state or local laws that impose
: new{ orI modified fees or costs that are beyond our
contral,

EFLRED1ENTO5082010D © 2010 TXU Energy Retall Company LLC. All Rights Reserved.
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What other fees may | be charged?

Faollowing is a comprehensive list of our cther
non-recurring charges ap‘}fﬁcabie to your electricity
service that are not included in your price per KWh and
may also be charged: Late Payment Penally - 5% of
the past due balance; insufficient Funds Fee - $25 fee
for each payment not processed; Agent Assist Fee (il
payment) - $3.95 for each time an agent helps vou
make a payment; Document Processing Fae - $2 for
each request; Disconnect Recovery Charge - 520 if
payment not made before the date your service is
subject to disconnection. We may also pass through
non-recurring charges from your TDU. gee Terms of
Service Agreement, Pricing and Fees Section, for a full
description of these fees.

Is this a pre-pay or pay in advance
product?

No

Does the REP purchase excess
distributed renewable generation?

Yes, subject to execution of a surplus power purchase
agreemenit.

Renewable Content

This product is 10% renawable.

The statewide average for renewable 6%
content is
TXU Energy Retail Company LLC REP Certificate Na, 10004 Version:

P.0. Box 650764, Dallas, TX 75285-0764
972-791-2888 24 hours

1-800-242-8113 24 hours

E-Mail Address: txuenergy@txu.com

website: txu.com-

ONTEXCHZ4K
January 26, 2011

Additional v020111
Details
|
EFLREJMENTO50820100 © 2010 TRY Energy Retail Company LLG. All Rights Reserved.

"
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Electricity Facts Label
Reliant Energy Retail Services, LL.C
Basic Power Flex Plan
Oncor Electric Delivery service area
Issue Date: 03/15/2011

Electricity
price

Average monthly use:
Average price per kWh:

500 kWh
7.5¢

1000 k'Wh 2000 kWh
4.9¢ 4.6¢

The price you pay each month consists of the Base Charge, Energy Charge, and Oncor Electric Delivery
Charges in effect for your monthly billing cycle.

Rase Charaer  $9.93 per billing cycle < 300 kWh
$0.00 per billing cycle > 800 k'Wh
Energy Charge: 1.6¢ per kWh

Oncor Electric Delivery Charges:  $3.87 per month and 2.7022 ¢ per kWh

Oncor Electric Delivery Charges include all recurving charges from Oncor Electric Delivery passed through
without mark-up. '

The Base Charge will not be included for each billing cycle in which vour usage iv 800 kilowatt hours (KWh)
or more. Except for price changes allowed by law or regulatory action, this price is the price that will be
applied during your first billing cycle; this price may change in subseguent months at the sole discretion of
Reliant Energy. The price in effect on the day following the previous meter read date will be applied for
subsequent billing cycles. After enrollment, the current price for the product is available by logging into your
account af reliant.com/myaccount or calling Customer Care at 1-866-222-7100. Please review the historical
price of this product qvailable af reliant. com/onc/historicalprices or call 1-866-222-7100.

Other K2y
Terms and
questions

Sez Terms of Service statement for full listing of fees. deposit policv. and other terms.

Disclosure
Chast

Tvpe of Product Variable

Contract Term Moenth to Manth

Do I have a termination fee or any fees associated
with terminating service? No

Can my price change durine the contract period? Yes

The price applied in the first billing ¢ycle may be
different from the price in this EFL if thers are changes
in TDSP charges; changes to the Electric Reliability
Council of Texas or Texas Regional Eatity
administrative fees charged to loads; or changes
resulting from federal, state or local laws or regulatory
actions that impose new or modified fees or costs that
are outside our control, After the first billing cycle, it
can increase or decrease by any amount.

[f my price can change, how will it change and By
how much?

Fees not included in the price above:; Returned
Payment Charge: $30; Disconnect Recovery; §25; Call
Center Access fee: $5.95; Late Payment Penalty: 5% of
past due balances. Information on other non-recurring

fees is available in the pricing section of your Terms of
What other fees may 1 be charged? Service,

fs this a pre-pay or pay in advance product? No

Does Reliant Energy purchase excess distributed

renewable seneration? Yes

Renewalile Content This preduct is 3% renewable.

Statewide average for renewable content The statewide average for renewable content is 6%,

Reliant Energy Residential Services {dba), PO Box 3763, Houston, TX, 77233
reliant. com, e-mail: service@reliant.com, phone: [-866-RELIANT, 24 hours a day / 7 days a wesk

PUCT Certificate Number #10007
RIF10673a ' l
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Electricity Facts Label
Reliant Energy Retail Services, LLC
Reliant Collegiate Plan™
Ouncor Electric Delivery service area
Issue Date: 03/15/2011

Electricity

price

Averace monthly use:

500 kWh

1000 kWh 2000 kWh

Average price per kWh: 10.2¢

9.5¢ 9.8¢

This price disclosure is an example based on the following prices:

Base Charge:
Energy Charge:
Cucor Surcharges:

$0.00
9.6¢

per month
per k'Wh

$3.10 per month and 0.0000¢ per k'Wh

This price disclosure is an example based on average prices - your average price for electricity service will

vary according to your usage. The price you pay each month will consist of the Base Charge, Energy
Charoe, and Transmission and Distribution Surcharges.

Other Key
Terms and
questions

When you enroll on the Reliant Collegiate Plun, Reliant will donate §25.00 (o the college or university of
your choice. With the Reliant Collegiate Plan, all U.S. institutions of higher learning listed with FAFSA
(FAFSA stands for “Free Application for Federal Student 4id”} are eligible for donations. A complete listing
of FAFSA registered schools and universities can be found at hetp:/fwww fafsaonline. com/FAFSA-school-

codes/.

See Terms of Service statement for full listing of fees. deposit policv. and other terms.

Disclosure
Chart

Tvpe of Product

Fixed Rate

Contract Term

12 months

Do 'have a termination fes or any fess associated
with terminating service?

Yes. §150. Applies after the due date of the first bill
through the end of the contract term. This fee does not
apply if the customer moves, and provides a
forwarding address and other evidence that may be
requested o verify that the customer moved.

Can my price change during the contract period?

Yes

If my price can change, how will it change and by
how much?

The price can change to reflect actual price changes
that are allowed by Public Utility Commission rules
due to changes in law or regulatory charges after the
[ssue Date.

What other fees mav [ be charzed?

Fees not included in the price above: Returned
Paymert Charge: $25; Disconnect Recovery: $25;
Service Processing Fee: up to $5.95; Late Payment
Penalty: 5% of past due balances. Information on other
non-recurring fees is available in the pricing section of
vour Terms of Service.

[s this a pre-pav or pay in advance product? No
Does Reliant Energy purchase excess distributed
renewabie generation? Yes

Renewable Content

This product is 20% renewabie.

Statewide averaae for renewable content

The statewide average for renewable content is 6%.

Reliant Energy Residential Services (dba}, PO Box 3765, Housten, TX, 77253
reliant.com, e-mail: service(@reliant.com, phone: 1-866-RELTIANT, 24 hours a day / 7 days a week

PUCT Certificate Number #10007

RI1F08017a
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S First Choice Web Advantage Green 24
- - L] a * g
Fll'St ChOICE Po‘g,ver Residential Service - Oncor
you first | Senvice Area
Electricity Facts Label v Efective 412011
3 Average monthly use: 500 k'Wh 1.000 k'Wh 2.000 k'Wh
Avaerage price per KWh: 11.8¢ 11.3¢ 11.4¢

The average price per XWh is an example based on average usage amcunts, an slechicity price
of 10.8¢/kkwh and a $4.95 Retail Electric Provider (REP) base charge.

The average price per kWh inciudes all recurring fees and charges estimatad for the delivery of
electricity {including but not limited to Transmissicn and Distribution Utiiity (TDU) transmission
and cistribution charges, any existing transiticn charges, System Benefit Fund fee, Public Utility
Commission of Texas (PUCT) Assessment fee, Electric Relflability CouncH of Texas (ERCOT)

-] System acministrative fee, Texas Regicnal Entity (TRE) administrative fee, and nuciear

1 decommissioning fees and surcharges, as authorized by the PUCT). State and local sales taxes,
reimbursement for state miscsllaneous gross receipts tax and any additional or nonrecurring
TDU or REP charges are not included in the price for efectric sanica and are billed as separate
line items on your manthly bill.

You may be subject to a spacial charge assessed by your local govemment. Such charges are
passad through tc you by the TDU on behalf of your iccal government and are hilied as a line
iten on your monthly bill. Contact information regarding any special charges will be providad on
your biil.

For a camplete list of First Choice Power fees, depaosit policy, and other tarms affecting this price
plan, ses the Terms of Servica (TCS) statement, Version T208-11.

Type of product Fixed price plan

Termofcontact 24 months

L1 Arz here any fees associaled with erminating sarvica? Early termination fea: §295.00

Can ry price change during he 'ermof my conract? Yes

The only circumstancas in which this price can change
during the confract term are o refisct actual changes in
TDU charges; changes to the ERCOT or TRE
. . " - administrative fees charged to loads; or changes re suffing
If my price can change, how will it change and by how .

- | from federal, state or local laws or requiaiory actions that
much? . . . .
impose new or modified fees or costs on First Choice
Power that are cutside our contral. Any pricing chanige
made in the sa limitad circumstances may be mads
with out prior notica,

What o her fees might! be charged? See TOS, “Pricing for Electric Service”
Is his a pra-pay or pay-in-advance produc? No

Doaes First Chaice I?ower purchase excess disrbuted No

renewable genaratfon?

Renewable conient 100%

Skate-wice average for renewable confent 6%

First Cholce Power Special Purpose, L.P. is certified as a REP by the PUCT, Certificata Number 10008
+ Corporate Address: 225 E. John Carpenter Freeway, Suite 1600, irving, TX 75062 + Fax: (868) 436-5043
» Customer Care: Toll free (866) 459-2464, Monday - Friday 8 a.m. - 8 p.m., Saturday 8 a.m. -5 p.m. CFT

EFL Version: T20653R03

+ Wab Site: www.FirstChoiceFower.com
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Attachment B - Bill Comparison

Residential Servies
Cuarreat Propased

Toates Rates Differsnce
Service Availabiliy Charge ¢ se s 15 140
Energy Charge per YWh Summet § 0053350 % 0.061257 S 0.00791
Energry Charge pet ¥Wh Winer 5 0043930 3 0.054236 3 0.01031
BCRE per KWh s go01481 3 - § (0.00146)
TCRF per kWh § 0000555 5 - § (£.00036)
Fueh Factor per kWY Summet $ 0027196 § 00271% 3 -
Fucl Factor per KWh Winter § 0028735 3 0028735 5 -
EWh Level 10 250 500 750 1,000 1,500 2,000 3,000

Carvent Bill

Current Fusi Factor (Summer)
Current Fuef Factor (Winter)

g pBms nn s NG

s 142 3 2056 5 12

s - s =~ & -

s - 8 - 5 -

s 2m s 630 s L&

s ;s 1185 WY

s 1585 5 w0 § 5B

s 1630 3 2774 5 4849
$ Change (Summer) s 1w s zw s 413 cgn s 729 8 10 S 1318 5 1907
§ Change (Winter) s 2m s s 58 262 5 a9 s 1S 798 3 262
Percent Change {Summer) 14,36%  1095% 9.27% B.52% £.27% 791% 7.7 7.53%
Percent Change (Winter) 1706% 1A% | 1291% 12.36% 1207% g6 1h60% 1L

Docket No. 38147
Southwestern Public Service Company’s

Statement of Intext and Application fo Change Rates
Page 22
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@ XcelEnergy®

FO. Sox 1261
Amarillo, Texas 79105-1261

March 29, 2011

James Galloway

Public Utility Commission of Texas
1701 N. Congress Avenue

P. Q. Box 13326

Aunstin, Texas 78711-3326

RE: Docket No. 38147 — Clean Record Copies of Tariffs Approved in Docket No.
38147 by Southwestern Public Service Compary

Dear Mr. Galloway:
Southwestern Public Service Company (SPS) hereby files clean record copies of its
approved rates and rules tariffs in accordance with ordering paragraph No.3 in the Final
Order in Docket No. 38147 issued on March 25, 2011.
Please return a copy that hes the PUCT approved stamp to:
cel Energy
600 Tyler St., 24 Floor
Amarillo, TX 79101
Attn: James Bagley

Thasok vou for your attention to this filing.

Sincersly, , y .
h* =

ames M. Bagley o=
Managzr, Regulatory Administration . s '
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Section No. TV

" Shest No. IV-3
€ XcelEnergy wision o 14
SOUTHWESTERIN PYNUIC $TRYICE VPngEIsz

ELECTRIC TARIFF

RESIDENTIAL SERVICE

APPLICABLE: To residential customers for electric servics used for domestic purposes in private
residences and separately meterad individual apartments, when all service is supplied at one point
of delivery and measured through one kilowatt-hour meter, where facilities of adequate capacity
and suitabie voltage ars adjacent to the premises to be served, Single phase motors that do not
exceed 10 horsepower, individual capacity, may be served under this rate. A Residential Service
with Electric Space Heating Tariff is available for customers who predominately use electric space
heating.

TERRITORY: Texas service territory.
RATE: Service Availability Charge: $6.00 per month,

Energy Charge:
$0.060917 per kWh for all kWh used per month during each summer month
$0.053084 per k'Wh for all kWh used per month during each winter month

SUMMER MONTHS:  The billing months of June through September.
WINTER MONTHS:  The billing months of October through May.

FUEL COST RECOVERY AND ADJUSTMENTS: The charge per kilowatt-hour of the above rate shall
be increased by the applicable fue! cost recovery factor per kilowatt-hour as provided in PUCT
Shest TV-69. This rate schedule is subject to other applicable rate adjustments.

AVERAGE MONTHLY PAYMENT: Upon request, any residential customer may be billed monthly on
a levelized payment plan. A customer’s menthly payment amount is caleulated by obtaining the
most recent twelve months of actual consumption and dividing that amount by twelve, and applying
the Company’s current rates to the average kWh consumption. The account will be trued-up every
twelve months. The frue-up amount is equal to the differenca between the total levelized payments
during the previous twelve months and the actual amount billed during the same pericd.

CHARACTER OF SERVICE: A-C; 60 hertz; single-phase 120/240 volts; where available on
secondary, three phase 240 volts.

LINE EXTENSIONS: The Corapany will make line extensions in accordance with its standard line
extension policy,

=z, 7 | P
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Utilities thrilled and worried about electric cars

Utilities scramble to upgrade equipment where electric cars may cluster and strain the grid
;"P Aszociater] Press
lengihan Fahey, AP Energy Weaer, On Monday Noveisber 22, 2000, 136 am B3

NEW YORI (AP) -- The first mass-market electric cars go on sale next menth, and the nation’s electric utilities couldn't be mere thrilled - or
worried.

Plugged into a socket, an electric car can draw as much power as a smal! house. The surge in demand could knock out power to a howme, or
even a neighborhood. That has utilites in parts of Califomia, Texas and North Carclina scrambling to upgmde ransformers and other
equipment in neighbothoods where the Nissan Leaf and Chevrolet Volt are expected to be in high demand.

Not since air conditioning sprend across the country in the 19505 and 1960shas the power industry fhced such a crz'rm-'t'] apporfunity. Last year,
Americans spent 3325 billion on gasolive, and utilities would love even a small plecs of that market,

The main obstacles to wide-scale use of electric cars are high cost and limited range, at least until a network of charging stations is built. But
utility executives fret that difficulties keeping the lights on for the first crop ef buyers—-and their neighbors--could slow the growth of this new
niche.

"You never gat a second chance fo make a first impression,” says Mike Rowand, who is in charge of electric vehicle planning at Duke Energy

Auto executives say it's inevitable that utilities will experience some difficultes early on. "We are all going to bea lot smarter two years from
now," says Mark Perry, director of product planning for Missan North America.

Electric cars run on big batteries that are charged by pluggng into a standard wall socket or a more powerful charging station. A combined
30,000 Nissan Leafs and Chevrolet Volts are expected to be sold over the next year. Over the next two years, Ford, Toyota and every other
major automiker also plan to offer electric cars.

Governments are promoting the expensive technology as a way 1o reduce dependence on foreign oil, cut greenhouse gas emissions and {mprove
air quality. Congress is offering electric car buyers a $7,500 tax credit and some states and cities provide additional subsidies that can total
$8,000. The Leafsells for 33,000 and the Volt sells for $41,000.

Electric cars produce no emissions, but the electricity they are charged with is made mostly from fossil fuels like coa! and natural gas that do.

5till, efectric cars produce two-thirds fewer greenhouse gas emissions, on average, than a similarly sized car that runs on gasoline, according to
the Natural Resources Defense Council.

Driving 10,000 miles on electricity will use about 2,500 kilowatt-hours, or 20 percent more than the average arinual consumption of U.S.
homes. At an average utility rate of 11 cents per kilowatt-hour, that's S275 fora year of fuel, equivalent to aboiut 70 cents per gallon of

gasoline.

"Electric vehicles have the potential o completely transform cur business," says David Owens, executive vice president of the Edisorn Electric
Institute, a trade group.

Nationwide, utilities have enough power planis and equipment to power hundreds of thousands of electric cars. Prohlems could crop up long
before that many are sold, though, because of a phenomenon carmakers and utilities call "clustering.”

Electric vehicle clusters are expected in neighborhaods where:
-- Generous subsidies are offered by siates and localities

-- Weather is mild, because batteries tend to perform better in warmer ¢limates

-- High-income and environmentally conscicus commuters Tive l 8

httn://finance.vahoo.com/Mmews/Utilities-thrilled-and-anf-3872580405 htm17x=0 11/22/2010
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So while states like North Dakota and Montana may see very few electric cars, California cities ke Santa Monica, Santa Barbara and
Menrovia could see several vehicles on a block. SoCal Edison expects to be charging 100,000 ars by 2015. California has set a goal of 1
milficn electric vehicles by 2020.

Progress Energy is expecting efectric ear clusters to form in Raleigh, Cary and Asheville, N.C. and arqund Orlando and Tampa, Fla. Duke
Energy is expecting the same in Chariotte and Indianapolis. The entire territory of Texas' Austin Enerey will likaly be an slectric vehitle hat
spot.

Adding un slectric vehice or twa 10 a neighborhood an be like adding another house, and it can stress the eguipment that services those
houses. "We're talking about doubling theload of u tonventional home," says Karl Rabage, who leads Austin Energy's electric vehicle-
readiness program. “TU's big.”

How big depends on the size of the battery in the car, and how fast the car is charged.

When plugzed into astandard 1200l sockst, the elestric car will draw 1,500 watts. By comparison, a mediume-sized air conditfoneror a
counteriop microwave oven will draw about 1,060 watts.

But the car car be charged faster, and therefore draw more power, when plugged into a home clarging statiots. The Brst Leafs end Volts can
draw 3,300 watts, and bath carmakers may boost that to 6,600 watts soon. The Tesla Roadster, an electric sports car with a huge battery, can
draw 16,800 watts. That's the equivalent of 280 §0-watt light bulbs,

A modest home in the San Francisco Bay area that doesn’t need air conditioning might draw 3,000 watts at most.

Transformers that distribute power [rom the electrical grid 1o homes are often designed to handle fewer than a dozen. Extra stress on a
transforiner from one or two electric vehicles could cause it to overheat and fail, knocking out power o the biock.

The "nightmare" scenario, according to Austin Energy's Rabago: Pecple come home from work on a hot afternoon, tum on the air conditioner
and the plasma television, blend some frozen cocktail, start cooking dinner on an electric stove --and plug their car into a home charging
station.

An electric vehicle plugged into a standard wall socket poses a different problems. It will put less stress on a ransformer, but it could ripa
circuit breaker if the circuit serves other appliances. Power would go off in part of the house.

To head off problems, teatns of workers at utilities are gathering infomation from Nissan and Chevrolet, doing customer surveys and ooking
at buying patterns of hybrid gas-electric cars like the Toyota Prius to try to predict where they might see clusters of electric car buyers.

They are comparing that data with maps of their systems to determine what equipment might need upgrading first in hopes of aveiding blown
circuits in the neighborhoods of early buyers.

Utilities also hope to convince drivers to program their cars to charge late at night, when rates are low and most appliances are switched off,
Ted Craver, the chief executive of the parent company of SoCal Edison and a chairman of an industry electric vehicle planning association,
says carly buyers will iikely be tolerant of a few hiccups. At the same time, he says, those are the people utilities should try hard to please.
"They turn into promoters,” he says.

Replacing a neighborhood transformer costs a utility Yetween $7,000 and $9,000, according to SoCal Edison. This is work a utility will often
want to do. With the approval of public utility commissions, utilities can add the cost of these kinds of upgrades to the rates they charge
customers across their territory.

Utitity executives hope the popularity of electric cars witl grow as the vehicles' costs come down and as public charging stations are made
available at malls and along highways. Momentum will gather faster, they predict, if they minimize the number of home circuits that gctblown

and neighborheod transformers that get fried over the next two years. But they know thers wil} be problems.

"It's like you're about to have a baby," says Duke Energy's Rowand. "You know it's going 0 be good, butyou also know there's going to be
some throw up and some dirty diapers, and you just hope that it's something you are prepared for."

Follow Yahoo! Finance on  Twitler; become a fanon  Facebook.

httn A Hmenee vahon eom/newe/TTHiH ecthm ad_and_anfo2972320405 Wi 19v=10 11/99/9010
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Appendix A
Austin Energy Abridged Financial Policies

B Debt and Debt Servige

% Debt shall not excead the useful life of the asset and in no case shall the term
exceed 30 years.

" Debt service coverage of a minimum of 2.0X shali be targeted for the Electric
Utility Bonds. All short-term debt, including commercial paper and non-
revenue obligations, will be included at 1.0X.

B Reserve Funding Requirements

* Austin Energy shall maintain either bond insurance policies or surety bonds
issued by highly rated (AAA) bond insurance companies or a funded debt
service reserve or a combination of both for its existing revenue bond issues.

* Austin Energy shall maintain operating cash equivalent to 45 days of budgeted
operation and maintenance expesss,

= A Repair and Replacement Fund shall be created and established. Money on
deposit in the Repair and Replacement fund shall be used for providing
extensions, additions, and improvements to the Electric System. Net revenues
available after meeting the General Fund Transfer, capital investment (equity
contributions from current revenues), and 45 days of working_capital may be
deposited in the Repair and Replacement Fund,

A fund named Strategic Reserve Fund shall be created and established,
replacing the Debt Management Fund. It will have three components:

— An Emergency Reserve with a minimum of 60 days of operating cash.

— Up to a maximum of 60 days additional cash set aside as a Contingsncy
Reserve.

— Any additional funds over the maximum 120 days of operating cash may be
sct aside in a Competitive Reserve. -

A decommissicning trust shall be established external to the City to hold

proceeds for moneys collected for the purpose of the decommissioning of the
South Texas Nuclear Project.

® Cumrent revenue, which does not include the beginning balance, will be
sufficient to support current expenditures (defined as “structural balance™).
However, if projected revenue in futurs years is not sufficient to support

projected requirements, ending balance may be budget to achieve structural
balance,

* A norn-nuclear plant decommissioning fund shall be established to fund plant
retirement.

B (Capital Structure

February 23, 2011 Al 7 '




Disributed by Lanetta Cooper, Texas Legal Services Center

Appendix A

Short-term debt, including commercial paper, shall be used when authorized for
interim financing of capital projects and fuel and material inventories. The term
of short-term debt will not exceed 5 years.

Austin Energy shall maintain a quick ratio of 1.50X current assets less nventory
divided by current labilities.

Capital Projects should be financed through a combination of cash referred to as
pay-as-you-go financing (equity contribution from current revenues) and debt, a
ratio betwesn 35% and 60% equity contribution is desirzble.

® Cash Funding Requirements

Ongoing routine, preventive maintenance should be funded on a pay 2s you go
basis.

Net Revenue generated by AE shall be used for General Fund transfers, capital
investment, repair and replacement, debt management, competitive strategies,
and other AE requirements such as working capital.

. General Fund Transfer

The General Fund transfer shall not exceed 12% of AE’s three-year average
revenues, calculated using the current year estimate and the previous two year’s
actual revenues from the City’s Comprehensive Annual Financial Report.

Electric rates shall be designed to generate sufficient revenue, after
consideration of interest income and miscellaneous revenue, to support.

— The full cost (direct and indirect) of operations including depreciation;
- Debt service;

— General Fund Transfer;

- Equity funding of capital investments;

— Requisite deposits of all reserve accounts;

— Sufficient annual debt service requirements of the Parity Electric Utility
Obligations and other bond covenant requirements; and

- Any other current obligations.

In addition, AE may recommend fo Council in the proposed budget directing excess
net revenues for General Fund transfers, capital investment, repair and replacement,
debt management, competitive strategies, and other AE requirements such as working
capital. In addition to these requirements, electric rates shall be designed to generate
sufficient revenue, afier consideration of interest income and miscellaneous revenue,
to ensure a minimum debt service coverage of 2.0X.

Fubruary 23, 2011

Electric Utility Commission Meeting July 18, 2011
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Appendix B
City of Austin Rate Covenant Required by Master
Ordinance'

The City will fix, establish, maintain and collect such rates, charges and fees for
electric power and energy and services furnished by the Eiectric Utility System and to
the extent legally permissible, revise such rates, charges and fees to produce Gross
Revenues each Fiscal Year sufficient: (i) to pay all current Operating Expenses; (ii) to
produce Net Revenues, after (x) deducting amounts expended during the Fiscal Year
from the Electric Utility System’s Net Revenues for the payment of debt service
requirements of the Prior First Lien Obligations and Prior Subordinate Lien
Obligations and () taking into account ending fund balances in the System Fund to be
carried forward in a Fiscal Year, equal to an amount sufficient to pay the annual debt
service due and payabls in such Fiscal Year of the then Outstanding Parity Electric
Utility Obligations; and (iii} to pay after deducting the amounts determined in (i) and
(i) above, all other financial obligations of the Electric Utility System reasonably
anticipated to be paid from Gross Revenues.

' City of Austin, Texas Official Statement, Electric Utility System Revenue Refunding Bouds, Series
2008A, page 6. July 24, 2008. Available online:
http:/hwww.ch.austin.tx.us/finarce/downloads/os ae rfg 08a.pdl

February 23, 2011 B-1

Electric Utility Commission Meeting July 18, 2011
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Strategic Plan — Public Document

Austin Energy’s Gensral Manager’s Message

Shaping the Futare — Ipriwoving the Present
Py 24

Today the electric udlisy industry is being rocked by change, the magairade and
wifimess of ‘which the industry has not witnessed since irs birth. This change
will complerely redefine the electric industy over the course of the next two
decades. I believe that utilities thar prepare for this change will be part of a new
and dvnamic energy future. T also believe that those udlides thar cling solely o
the past, will find themselves rendered obsclete and irrelevanc by this change.

L
=

Itis my intendon for Austn Energy to be a part of the pew energy fanure and
to play an impormant and significant role in defining it.

This stratsgic plan represents Austin Energy’s re-commimment to straregic
thinking and planning and it signifies our commirment to the fumre. With it,
we are prepaning to meet the significant challenges facing the ndustry

continued dereguladon pressures, energy resource avaiability, distribured -
generadon technologies, and conczms about system reliabiliry.

While these challenges are significant and the solutions comples, 1 believe that
Austin Energy is well posidoned for the Farure. We are financially strong; we
serve 2 vibrant city; we have taleated and dedicated employees; we have cost
effective traditional generation resources; and we possess significant expenencs
in the development of non-tradidonal energy resources such as conservaton,
renewable energy and disufbured generaton. These atibures will not osly
allow us to address the many challenges we face but [ firmly believe they will
also allow us to explors and pursee the many opportanites that will surface as
our industry evolves.

For over one hundred years, Avstin Energy has provided valuable energy
services to the Ciry of Austin and the surrouading communiry. While building
wpon that history of success, our focus on service to our city and community
should not change. Itis at the core of what we are and the essence of what we
do. [ believe that our dedicadon to commuairy and public service is caprursd

[=9A

in our vision and mission starsments:
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“We want Ausdn to be the mat frable community in the countsy.”

wlission

“To deliver clean, aftordable, reliable energy and excailent cusiomer service”

The attached sategic plan estblishes ambidous objectves thar will help posidon Austin Energy
for funare success. Achieving these objecdves will require dedicadon, coaperadon and
commitmeat. [ believe that as we posidon ourselves to meet those objectves we must hold on
to the essental principles that define our reladonship with our community. I am proposing the
following pringiples to guide us as we move into the implementadon of Ausdn Energy’s
Strategic Plan:

= A commitment to fully support and implement the eneray direcdves embodied in the
City Council resolutions of August 28 & September 23, 2003,

* A commitment to prudendy explore solar and other emerging energy rechnologies that
are in keeping with the City Council’s energy directives.

= A commitment to anouslly review the veracity of our planning assumpdons and
objecdves in light of the rapidly changing udlity environment,

n

A commirment to suppor: economic development that creates new opporrunites ©
contract with exdsdng local vendors, supports efforts to atmact new businesses to Austn,
and advances the development of a local clean enerzy industey.

* A commiment to reliabie electric service and aftordable rates.

A commirment to always conduct our business with the highest ethics and in 2 way that
exhibits che utmost respect for our customers, communrity, employees, and the
environment

I am also commired o encouraging comimunity involvement in our furure. Austin Energyisa
naticral leader in progressive and innovative energy programs. This, in large measure, is due o
the kind of communiry that is Ausan. We are a community that values and protects our
eavironment. We are also a commuairy that possesses a considerable sustinable energy
experdse. § intend o vdlize that base of experdse by inviting {ocal expess into an ongoing
convessaton aimed at exploring and wncovering eneray solntons dhar are in keeping with this
communiry’s eavironmental values and electdc service ne=ds.

As we pursue our futurs together, [ belleve it is immportant o stke a balance. As we explors and
deplov non-tradidoral energy rescurces, we must mainrain current energy services at levels dhat
meet or excesd our customers’ expectatons. The balance thar we must achieve is to neither
sacrifice pur furure for the sake of the present nor sacrifice the present and lose the means to
achieve the furure,

Juan Garza
Greneral Manager

December 4, 2003

\)
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Debt Sarvics Coverage {DSC) (x) Debt sarvice soverage at least 1.50%

Cays Cash on Hand Policy 45 days operating cash.

Pglicy Strategic Reserve with 50 days aperating
neads for Emergency Cash Resarve plus an
additional 8C days for Gontingancy Cash Resarve.

Cperating Margin (%) Pclicy under consideration

Net Margin (%) Policy under cansidaration

Generzl Fund Transfer (GFT) as % of | General Fund Transfer within rangs of 5.5% 10 6.1%
Ravanue of three year avarags revenue

Variable Ratz Debl/Total Capitelization | Variable dedt policy limits max to 20%

(%)

Net Plant/Mat Debt (x) Palicy und=r considaration

Equity/Total Capitalization (%) Dabt to aguity ratic of 52% orless

While the objective to achieve an “AA” (S&P) Credit Rating by 2010 on Austa Eneroy’s

separate lien revenue bonds is a swwerch goal, Austin Eneray believes it is the best ovamll
measure of the success of our dsk management approach.

The fifth ard final objective is the Renewable Portfolio Standard thar is addressed by Auszin
Energy’s Ten-Year Energy Resource Plan. Under this objective Ausdn Energy will achieve 2
Renewable Portfolio Standard of 20% by 2020.

The purpose of Awstin Enegy’s Ten-Year Energy Resonrce Plan is to provide a framework for farure
actions to ensure that Ausdn Energy provides reliable electric service at affordable prices to its
customers. The Austin City Council estmblished strategic energy policies that posidon Austn to

emain a national leader in the development and use of clean energy. Looking forward, Ausdn
Energy expects its obligatons tw provide electicity to its customers will continue w grow, while
some of Its available resovrces will diminish signiScandy. This will cause the gap berween
demand and supply to grow over dme. Measures need to be taken to close the gap and a number
of diverse strategles are proposed.

Austn Energy's most recent Ten-Year Energy Resostree Plan fearures a number of sicnificant
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hanges from all previous plans. These changes are:

1. The Holiy Power Plant will dose in December 31, 2007 wather than 2009,
[nvestnent in renewable energy resources will be much more aggressive, in order o
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mest the target of achieving 20% of Ausdn Energy’s energy supply from renewszble
rasources by 2020
3. Invesmmentin energy efficiency and pesk load management to mest the tazger of
achieving 15% of Ausdn Energy’s energy supply from enerzay efficiency efforrs by 2020.
4. No specific thermal generation projecss az2 in the currear plan, as there is no expected
nesd for addiional capacity urdl 2008.
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